SAN  FRANCISCO  PUBLIC  LIBRARY 


3  1223  07424  8874 


and  County  of  San  Francisco 
ICE  OF  THE  CONTROLLER 


incisco  Public  Library 

jnment  Information  Center 
[rancisco  Public  Library 
Jerkin  Street,  5th  Floor 
Jrancisco,  CA  94102 

RENCE  BOOK 

\e  taken  from  the  Library 


IT  REPORT: 


gh  July  25,  1999 


DOCUMENTS  DEPT. 

NOV  0  5  1299 

SAN  FRANCISCO 
PUBLIC  LIBRARY 


9579 
8cp 


Number  99012 


November  1,  1999 


City  and  County  of  jSan  Francisco 
*  OFFICE  OF  THE  CONTROLLER 


CONCESSION  AUDIT  REPORT: 

Pier  One  Deli 

October  1,  1996  through  July  25,  1999 


DOCUMENTS  DEPT. 


NOV  0  5  1299 

SAN  FRANCISCO 
PUBLIC  LIBRARV 


Audit  Number  99012 


November  1,  1999 


E8K%  CITY  AND  COUNTY  OF  SAN  FRANCISCO 


OFFICE  OF  THE  CONTROLLED 
^AUDITS  DIVISIO> 


Edward  Harringtor 
Controller 


November  1,  1999 

Port  Commission 
City  and  County  of  San  Francisco 
Ferry  Building,  Room  3100 
San  Francisco,  CA94111 

President  and  Members: 

The  Controller's  Audits  Division  presents  its  report  concerning  the  concession  audit  of  Pier 
One  Deli  (Pier  One).  Pier  One  had  a  three-year  lease  with  the  San  Francisco  Port 
Commission  (Port)  to  operate  a  restaurant  on  Port  property.  Pier  One's  lease  expired  on 
April  30,  1997.  Since  that  time  it  has  operated  under  the  terms  of  the  expired  lease  on  a 
month-to-month  basis.  On  July  25,  1999,  the  Port  terminated  the  agreement  that  allowed 
Pier  One  to  operate  on  Port  property. 

Reporting  Period:  October  1 ,  1 996  through  July  25,  1 999 

Rent  Paid:  $56,837 


Pier  One  correctly  reported  gross  receipts  of  $719,387  and  correctly  paid  its  rent  to  the 
Port. 

Respectfully  submitted, 


Results: 


NORIAKI  HIRASUNA 
Director 
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INTRODUCTION 


On  May  1,  1994,  Pier  One  Deli  (Pier  One)  entered  into  a  lease  with  the  San 
Francisco  Port  Commission  (Port)  to  operate  a  restaurant  on  Port  property.  The 
lease,  which  required  Pier  One  to  pay  the  greater  of  a  monthly  minimum  rent,  or  7 
percent  of  its  gross  receipts,  expired  on  April  30,  1997.  From  that  time  through  March  31, 
1999,  Pier  One  operated  on  a  month-to-month  basis,  under  the  terms  of  the  expired  lease. 
During  the  audit  period,  the  minimum  monthly  rent  ranged  from  $1,603  to  $1,174. 
Effective  April  1 ,  1 999,  however,  the  Port  suspended  the  minimum  rent  payments  and 
allowed  Pier  One  to  pay  only  the  7  percent  percentage  rent.  This  arrangement  was  put  in 
place  for  the  duration  of  the  Mid-Embarcadero  roadway  construction  project,  which  was 
disruptive  to  the  tenant's  business.  On  July  25,  1999,  the  Port  terminated  the  agreement 
that  allowed  Pier  One  to  operate  on  Port  property.  The  Port  has  entered  a  lease  disposition 
and  development  agreement  for  the  area,  including  the  tenant's  premises.  Pier  One  has 
negotiated  a  new  lease  with  the  developer. 

SCOPE  AND  METHODOLOGY 

The  purpose  of  the  audit  was  to  determine  if  Pier  One  complied  with  the  reporting  and 
payment  provisions  of  its  lease  with  the  Port  for  the  period  from  October  1 ,  1 996  through 
July  25,  1999.  To  conduct  the  audit,  we  reviewed  the  applicable  terms  of  the  lease.  We 
reviewed  the  monthly  sales  and  rental  reports  that  Pier  One  submitted  to  the  Port  during  the 
audit  period,  and  Pier  One's  rental  payment  history,  as  recorded  in  the  Port's  record  of 
payments  by  Pier  One.  To  determine  whether  Pier  One  accurately  reported  its  revenues  to 
the  Port,  we  reviewed  Pier  One'  monthly  sales  records.  We  also  recalculated  reportable 
sales  and  percentage  rent  amounts.  Finally,  we  determined  whether  Pier  One  had  any 
outstanding  payments  due  to  the  Port  for  the  audit  period. 
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AUDIT  RESULTS 


PIER  ONE  CORRECTLY 

REPORTED  ITS  GROSS  REVENUES  AND 

CORRECTLY  PAID  ITS  RENT 

From  October  1,  1996  through  July  25,  1999,  Pier  One  correctly  reported,  in  all 
material  respects,  gross  revenues  of  $719,387  and  correctly  paid  rent  of  $56,837  to 
the  Port.  Table  1  shows  Pier  One  reported  gross  receipts  and  rent  paid  to  the  Port. 


Table  1 

Reported  Gross  Receipts  and  Rent  Paid 
October  1, 1996  through  July  25, 1999 


Reported 

Rent 

Reporting  Period 

Gross  Receipts 

Paid 

October  1,  1996  through  December  31,  1996 

$57,985 

$5,056 

January  1 ,  1 997  through  December  31,1 997 

269,237 

20,320 

January  1,  1998  through  December  31,  1998 

260,568 

20,694 

January  1,  1999  through  July  25,  1999 

131,597 

10,767 

Total 

$719,387 

$56,837 

We  conducted  this  review  according  to  generally  accepted  government  auditing  standards. 
We  limited  our  review  to  those  areas  specified  in  the  audit  scope  section  of  this  report. 


Staff:  Kathleen  Lucey,  Audit  Manager 
Edvida  Moore 


cc:  Mayor 

Board  of  Supervisors 
Civil  Grand  Jury 
Public  Library 
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